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SUBJ: IRAN CURTAILS ADDITIONAL FOREIGN AID AND LENDING 

1. GOI MINISTRY OF ECONOMICS AND FINANCE UNDER SECRETARY JAMSHID 
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ASHRAFI ON FEBRUARY 8 TOLD EMBOFF AND VISITING EXIM BANK DEPUTY 
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VICE PRESIDENT FOR MIDDLE EAST-NORTH AFRICA MORAN THAT IRANIAN 
PLANS FOR CAPITAL EXPORT RECENTLY HAD BEEN REVIEWED AND THAT THE 
GOI CURRENTLY PLANS TO COMMIT NO MORE THAT $9 BILLION IN BOTH CON- 
CESSIONAL AND OTHER LENDING ABROAD DURING THE FIFTH DEVELOPMENT 
PLAN (MARCH 21, 1973-MARCH 20, 1978). BY THE TIME THE SIXTH DEVEL- 
OPMENT PLAN BEGINS, IRAN PROBABLY WILL AGAIN BE A NET CAPITAL 
IMPORTER. ASHRAFI STRESSED THAT INCREASINGLY THE CRITERIA FOR COM 
MITMENT OF IRANIAN FUNDS ABROAD WOULD BE "WHAT'S IN IT FOR IRAN?” 

HE ACKNOWLEDGED THAT ORIGINALLY GOI HAD BEEN THINKING IN TERMS OF 
LENDING OR INVESTING ABOUT $15 BILLION OVERSEAS, BUT REASSESSMENT 
OF COUNTRY'S FINANCIAL SITUATION HAD RESULTED IN SCALING AMOUNT 
DOWN TO $9 BILLION. 

2. MORAN STATED THAT PURPOSE OF HIS CALL WAS TO FOLLOW UP ON EXIM 
BANK PRESIDENT CASEY'S NOVEMBER CALL ON MINISTER HUSHANG ANSARY 
(TEHRAN 9407) REGARDING POSSIBLE EXIM JOINT FINANCING WITH IRAN OF 
PROJECTS IN OTHER COUNTRIES. HE MENTIONED PROPOSED PROJECT IN 
BRAZIL FOR SILICON STEEL PLANT. WHILE ASHRAFI DID NOT REJECT PRO- 
JECT OUTRIGHT, HE SAID HE THOUGHT CHANCES OF JOINT FINANCING ARR- 
ANGEMENTS BEING WORKED OUT AT THIS POINT ARE SLIGHT. HOWEVER, 
ALTHOUGH IRAN ALREADY MORE OR LESS HAD COMMITTED ALL OF $9 BILLION, 
THERE PROBABLY WILL BE SOME FLEXIBILITY IN DISBURSEMENTS BECAUSE 
OF LOW ABSORPTIVE CAPACITY IN SOME COUNTRIES WHERE SPECIFIC PRO 
JECTS REMAIN TO BE NEGOTIATED. THE MINISTRY HAD NOT OBJECTION TO 
EXIM'S SUBMITTING THIS AND OTHER JOINT FINANCING PROPOSALS. 

ASHRAFI DECLINED TO SPECIFY WHAT TYPE PROJECTS OR AREAS WOULD BE 
MOST ATTRACTIVE TO THE GOI OTHER THAN THE GENERAL CRITERIA THAT 
IRAN'S OWN ECONOMIC NEEDS WOULD BE THE MOST IMPORTANT FACTOR TO 
BE CONSIDERED. 

3. IN RESPONSE TO EMBOFF'S QUESTION REGARDING RECENT PRESS REPORTS 
OF $1.6 BILLION IN NEW IRANIAN AID THROUGH THE UNITED NATIONS TO 
BENEFIT THE COUNTRIES MOST SERIOUSLY AFFECTED BY HIGHER WORLD 
IMPORT PRICES, ASHRAFI SAID NO NEW GOI ASSISTANCE HAS BEEN COM- 
MITTED. AN ANNOUNCEMENT AT THE UN WAS INCORRECTLY INTERPRETED BY 
THE PRESS. THE $1.6 BILLION REFERRED SSIMPLY TO IRANIAN AID 
ALREADY COMMITTED WHICH FALLS UNDER THE UN'S DEFINITION OF CONCES- 
SIONAL AID TO THE MOST SERIOUSLY AFFECTED NATIONS. 

4. COMMENT: THE GOI DECISION REPORTED BY ASHRAFI TO HOLD CAPITAL 
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EXPORT AT THE $9 BILLION LEVEL FALLS IN LINE WITH RECENT ANNOUNCE- 
MENTS OF THE REDUCTION IN JANUARY OIL EXPORTS AND OTHER INDIC- 
ATIONS THAT IRAN WILL HAVE A SMALLER FOREIGN EXCHANGE SURPLUS 
THAN ORIGINALLY HAD BEEN PREDICTED (TEHRAN 755, 765). IT IS NOT 
AT ALL CLEAR HOW THE $9 BILLION WILL BE DIVIDED. BY THE BROADEST 
DEFINITION OF FOREIGN LENDING COMMITMENTS ALREADY MADE, THE TOTAL 
AMOUNT ALREADY EXCEEDS $9 BILLION. LESS THAT $3 BILLION OF THIS 
TOTAL IS EXPECTED TO BE UTILIZED DURING IRANIAN YEAR ENDING MARCH 
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20. ASSUMING THE GOI STICKS TO A $9 BILLION CAPITAL EXPORT CEILING, 

COUNTRIES TARDY IN MAKING PROJECT AID PROPOSALS COULD FIND THEM- 
SELVES LEFT OUT IN THE COLD. ON THE OTHER HAND, POLITICAL AS WELL 
AS ECONOMIC REASONS FOR FOREIGN LENDING CLEARLY ARE TAKEN INTO 
CONSIDERATION (FOR EXAMPLE EGYPT. AFGHANISTAN, PAKISTAN). EMBASSY 
EXPECTS MORE CAREFUL SCRUTINY OF FOREIGN LENDING PROPOSALS, BUT 
SOME NEW COMMITMENTS PROBABLY WILL BE MADE. UNCOORDINATED AD HOC 
DIRECTION OF FOREIGN LENDING PROGRAM PROBABLY WILL CONTINUE. 
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